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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006

EX PARTE OR lATE FILeD

November 19, 1998

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

EX PARTE

RECEIVED

NOV 1 9 199B

Re: CC Docket Nos. 96-98; 98-7~98-103; 98-161; CCB/CPD 97-30

Dear Ms. Salas:

Please include the following letter to Chairman Kennard and the FCC Commissioners in the
above referenced docket.

Very truly yours,

~~
Bradley Stillman
Senior Policy Counsel
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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006 RECEIVED

NOV 1 9 1998

ffOfRAL CXMeIJlrAmMs IX!eElIIJN
IWICE OF lIE SEaI!JMr

William Kennard, Chainnan
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

EX PARTE

Re: CC Docket Nos. 96-98; 98-79; 98-103; 98-161; CCB/CPD 97-30

Dear Chainnan Kennard:

As the Commission deals with the jurisdictional questions surrounding dial-up calls terminating
to information service providers (ISPs), MCI WorldCom believes the Commission must make
clear that reciprocal compensation must continue to be paid for traffic exchanged between
incumbent local exchange carriers (!LECs) and competitive local exchange carriers (CLECs)
serving ISPs as end user customers. The financial consequences for CLECs, and ultimately the
customers of CLECs and ISPs alike, are grave if the Commission stays silent on this issue.

The attached documents offer one concrete demonstration why the Commission must do all that
it can to remove any ambiguity concerning the validity ofexisting reciprocal compensation
arrangements. These documents include an unsolicited proposed settlement offer from BellSouth
to MCI WorldCom's MCIm Access Transmission Services, Inc. division, and MCI WorldCom's
written response. Although BellSouth's cover letter of November 5, 1998 claims a negotiation
and an agreement to keep discussions confidential, MCI WorldCom's response clearly indicates
that it neither entered into any negotiation, nor agreed to keep any discussions or materials
confidential.

Under the terms of the proposed settlement, BellSouth would agree to pay its outstanding debts
owed for reciprocal compensation for ISP traffic under the companies' interconnection agreement
at no more than 15 cents on the dollar. The offer was only valid if agreed to before 12:00 noon
on Thursday November 5, 1998, or before the Commission released an order addressing
reciprocal compensation for ISP traffic.

As you can see from these documents, concerns of MCI WorldCom and other CLECs are not at
all unfounded. Be11South, and undoubtedly other ILECs, are eager to take advantage of any
uncertainty or ambiguity surrounding these questions in order to wreck havoc on existing
contractual arrangements with CLECs. The Commission's failure to articulate, clearly and
unequivocally, that all reciprocal compensation obligations must be fully met will create very
serious consequences for CLECs, in terms ofboth continuing and maintaining current operations
and meeting business plans by raising necessary capital to build out networks.



As related in previous filings and correspondence, MCI WorldCom's position on the question of
the jurisdiction ofcalls tenninating to ISPs, and ILEC obligations to pay CLECs for such calls, is
clear. As it is impossible to "call the Internet" directly, MCI WorldCom maintains that only one
call is involved -- from the end user to the ISP -- with the ISP subsequently providing
enhancements necessary to route these calls either locally, or over separately-purchased interstate
facilities to the Internet. In short, the entire transmission consists of one local exchange call and
a jurisdictionally separate and distinct interstate or intrastate infonnation service.

Should the Commission not adopt MCI WorldCom's view of the jurisdictional nature of traffic
terminating to ISPs, in the alternative MCI WorldCom supports the so-called "mixed
jurisdiction" legal theory espoused in ~ent ex parte letters filed by ITAA and ALTS (Letter
from Jonathan Nadler to William Kennard, CC Docket No. 96-98, November 5, 1998, at 2-4;
Letter from Jonathan Canis to Magalie Salas, CC Docket No. 96-98 et aI, November 13, 1998,
attachment at 1-2). Under this theory, because traffic to ISPs is both jurisdictionally mixed
(interstate and intrastate) and inseverable, the FCC can assert federal authority over dial-up ISP­
bound traffic, while at the same time deferring to decisions by state public service commissions
-- including those concerning reciprocal compensation -- which do not negate valid federal
policies. As a result, the Commission can state unequivocally that the decisions of 24 state
commissions requiring the ILECs to pay reciprocal compensation are to be left undisturbed by
any jurisdictional ruling.

However the Commission decides these important legal and jurisdictional questions with respect
to dial-up traffic to ISPs, the larger goal should not be lost. MCI WorldCom urges the
Commission to make crystal clear that, at minimum, the decisions of 24 state commissions
obligating the ILECs to pay reciprocal compensation_under existing interconnection agreements
are not to be disturbed.

Please feel free to contact me should you have any questions.

Very truly yours,

~OL~
B~~lman
Senior Policy Counsel

encl.

cc Commissioner Susan Ness
Commissioner Michael Powell
Commissioner Harold Furchtgott-Roth
Commissioner Gloria Tristani
Katherine Brown
Lawrence Strickling
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MO telecommunlclltlons
Corporation

Two Northwinds Center
2520 NOtthwinds Parlcway
Alpharma. GA 30004

PatPmlal
BoIISaadaTdeocM"'~ _.
It-. 34S918e11ScM1dlc.c.r
67S West Pcai:IIIR:e su-. N.E.
~Gecqia 30375

DearMr. FmIaa:

11aiJ is .. respme 1O,oaf Ieaet IDd kO.....ayiDcseuJemeDl~ ciated November S, 1m
~&ecipocIl compcnSMioD for ISP bdic.

wa..1b*,....1lftIPOIOd cepafJk. MOD laDy cxpeas BeUSouda fA) pi)' 100% of
w!IIt ito-.MCIID bftlCiJllocalcoq. - ollSP tnIicat CIIkd fbrby the~
~s"'eeaBdlSouthID4MC1a MCIal woaI4 also expect BeDSoaIh to pay. as part of
our w.... pacdces..,"'or1leefiles.

Ill 1M 5I:I.C_ .,.,IeDc:r.....to)ap......,.ClII1his issue cooftdential
is »,aMe III die &Itpbge.~ dicI DOl eafIer _ Di.,ciatioas; Bel1Soudl simply~
_ MOm laasl'fiecled. Mole ......laIIy. we didDOl~ to keep oarCOlDllWDicalioa
~ NCIm re8eiftS dae ri&btfA)"'1!ae ClOIDIDUDicatio. itdeems approptiale.

SD:erelJ.

~t?JJi. ...1h
WalterJ.~

~.c..-~

EasIem"" till 0penIiGIIs

Cc: ......~.MCJm
DalalNoaIe. Mala
Jeaya._).~

** TOTAL ~E. 02 **
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......' oi.-........
Room34Sl' Ctnw
m Well ' ••clllrM S.,Ml N.!.
AlIa..... CH"I. Ja7S

November S. 1998

Wally Schmidt
MClm
Two Notthwinds Center

. 5th Floor
2520 Northwinds Pai'kWay
Alpharetta, GA 30004

Dear Mr. Schmidt

Endosecl is an agreement for your nwiew. In accordance with our agreement to
keep this NIgOtiation confidential. please do not disclose this .document or the
contents d this dOQ..lMnt to any 1hird party.

Thi& agreement represents an offer which will remain open until either 12:00 noon
ETon Thursday. November 5. 1998. or until the FCC releases an order
addressing reciprocal compensation for ISP traffic. Whichever is eartier. This
agreement. signed by MClmetro Access Transmis$ion SeN~. must be received
by me no later than 12;00 noon ET on Thursday. November 5.1998 if MClmetro
Access Transmission Services elects to execute the agreement.

Sincerely,

e
Pat Finlen
Manager - Interconneelion 5ervites

Cc: Jeny Hendrix



CONFIDENTIAL
SErrLEMENTAGREEMENT

This Confidential Sen1emeDt Apement (''Sealement Apement'') is made and entered
iDIo Ibis S· day of November, 1998, by IDd beIween BcllSouth Telecommunications. Inc.
CCBel1South'') OIl its OWll behalf IDd OJl behalf of its past. preseat Del fuIure agents, employees,
aflUiaw, successors.. subsidiaries. pcenl COIIlpIDY. Iftd myoae claiming for the beaefit ofany of
them. aDd MCIm Aec:eu TrmsmisaiOll SeMca, IDe. ("MCIm'j as mote fully defined haein.

Deftaldou

'"MClm"lIleaftS Melm Access Tnnsmission Services, 1De.,.its~ prescDt aM Mure
aaents, ficNciarics. rcpresenla!ives. employees. predecessors, SUtcessori,' aasigns, iDSUmS,
executo~ ancllDYoue clailJliDa for 1M beDefit of IIlYof'1bem.

The "Subject Cases" meaDSlD)' re~ proc:ccdinc. eiviL~ criminal.~n,
eppea!, or arbittatioo in whiCh MCJm is either.-party or interyenor. __ _.~.

ne "lnten:ODDediOIl Apemem" meaDS !be eontraets en1el'ed iDeo between BeIJSouth
ad MCIm on December 21, 199I£or Alabama. June 3, 1991 for Florida, March 7, 1997 for
OeorQia. AuJUSl 8, 199'7 for KeDlUCky, August 9,lm for LoWsi~ AuiUt 7, 1997 (or
Mississippi, Aptil 22, 1997 tor North Caror~ AUIUS! 7. 1997 for SouthCaiolina. and April 4,
1997 for Tennessee.

"The Parties.. meaDS BellSouth IIld MCIm.

WllNESSETH:

WHEREAS, MellD is involved ill 1he Subject Cases allegiDg that BcllSolllh breached Ihe
1DIercaDDeetion Apeement by taiJina to pay reciproeal c:ompeosation (or ISP traffic, and;

WHEREAS. BeUSouth denies thai it owes reciprocal coJDpeDSation under the terms of
the lntcrcoImectioa Asrcement as ISP ttaftic is interstate in aatuIe, and;

WHEREAS. The PIltics~ tQ~ the mu11iplelep1 ~eediDpllisiDt out of
The Parties' reapective,~~c~t .~-~~aDet·_re~D~.&ltlnd
fiDal compromise ofaIllDaaers._ imIes ill !he.Subject -CucS, lad; ---

- - - -

WHEREAS, the feclera1 CoIllllWlricatioDS CommissioD ("'FeCj, on-October 30, 1991,
issued a Memorand\UD Opinicm and Order in which II held 1bat III~L.~offering filed by

e·... '":'C ,..,...,
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GTE was lnlcrswe in DaNre and iDdicared that it would release an order within the week as to
whelber ISP traffic is interstate in oature, aDCl;

WH!REAS. The PaniOllftuci.- tba& the FCC will Nle on the reciprocal compensation
for ISP traffic issue in the inuJlediatc future, aDd;

WHEREAS, The Parties seek to es1Iblisb aDeW workinl relationship aoiDa forward;

NOW, THEREFORE. in consideral:ioo of the mutUal ~ts, UDdertakiDss and
repretentations c:oBWaed herein. the paymeDl of tho amountS selforth below, aadC?ther good and
valuable consideraliOll, the receipt or which is hereby acknowledged. The Panies agree as
follows:

SpecUlcT.-

BeUSOUIh win pay fifteen (IS) perceIll"of bIOtal amount BelJSomb witbbelcl from
payment to MCIDl for reciproc:al compensIIian &om the inception or the Interconnection
Agreement through September 30, 1991. The tenD 01chis Scalement ApeemeDI ~for the life of ­
dle existing IntereoImCCdoD AtJeemeat, wbicb expires GO MIrcb 6, 2000. E~n if the tam of
dae Interconnection ACfeemeDI is ext.eDded, or MOm adopu another IntercoMcetion Apeement
with a lqcr tenD thaD WCIm's. the tenD of the SeaIaneDt Aareemenl C8DD0t be exteDded
beyoDd the Jmerc:aanectiOD AgreemeIlt's currem expiration date of w.cb 6, 2000. Throuch
September 30, 1991, this fiftccD (IS) pm:eDt amount that BellSOUIb wiU pay to MCIm is
SI,445,147.

MCJm hereby ICCCJ* SI,445.'47 • full IIId Mal peyaeat of all outsCIndSne amount',
biDed by MClm 10 BelISowb -tor rec.iproeal c:omptDSIIion 6'018 the inception' of the "
Intc:rconnection Acreea-t through and ineludiog September 30. 1998. Any other claims for
reciprocal compensation duriac this period are waived by MCIm.

For rcciproceJ «mpeaaalion bill, submined by MClm between September 30, 1998, ad
me cwrent expiration date of the IntereoaDeCliOD~ BellSouth will pay fafteft (lS)
.-cent of the lOlIl amount billed. BcIlSouth's mon1b1y payments 10 MClm subsequent to
September 1991 CIIIDOt exceed one hundred ten perceat (11 ()I.4) of the amount paid by BellSourh
for 1be moath ofSeprember 1991.

FCC ProcetdiDp

The PIItieiS ...1baI1be SctdemeDt ApeeIDeIlt will DOt be Ilfected by subsequent FCC
decisions. In _ The Parties carer iJdO tbia Sealemeut Agcemad IDIicipatiq mat tbe FCC
wiU issue & sublequenl decisioD Oft 1he ISP traffic issue. Tbe Parties are free to participate in any
PCC prouediq opeDed to consider the appropriate treallneDt of ISP traffic, or to appeal any
FCC decision.

I'OJ es "9B 0": 40



--------
The Parties accept the considoration exebaDged herein as a complete coll1J.'lfomise of

malta,., invotvina disputtd iuues of law and fact IDd assume the risk that the feelS or law may be
otbetwise than they believe. It is UDdentooellDd aereed between The Pllties that this settlement
is a ~promise of c1isputed claims. and any paymeDt. credit or refund is not to be consuued as
an IdnUssioll of liability OIl the part ofeither of The P.mes. and by whom liability is expressly
denied. III IdditioD, The Panies agree tbat aDY pI)'mG made pursuant to the Settlancnt
Apeemear is not a reciprocal eompesation peymeat for ISP lraflic.

p.,............

Any payments clue under the terms of tall Se8IemeDt ~'Wi11 be made-within
sDcly (60) clays of the dat.e 1be Sectlaneot Ap'ecIDaa isexewaed. paymeDl$ will be made in
accordaDce with the DOIIDII blasinas practices berweal Tbe Parties.

m-isaal efdae"Saltject Cues

Within tal (10) days of tile pe;ymcnt of me amoWIII due pA'SUaftttotbis Settlemeat
Agreement, collDSe1 for Web wilJ dismiss ray pencliDa Subject CaseI. In 1hc event Meb's
stalUS in In, oflbe Subjcct Cases is that of In intaWnOr. it win withdraw from the Subj~ Case
within tea (10) days.

The Pania acknowtedp, understand _ asree IbII this Settlement Agreement was
entered into aDd execuIed while cI1scovery \VIS OP&Oina in 1be SUbject Cases and 1bat discovery
was DOt complete. iIleJudinB the depositions otwitDessea. production of4ocwneDlS. answeriDc of
iDtcrroptOries _ all olber forms of cIiscovay available in civil actions. The Parties represent
IDd wamot that notwithstanding the Corqoing. each of them received all infonnalion necessary
aDd pnadent to iDdepmdendy. and without reliance OD the other, make the decision to enter into
this ScuIcment Apeemeut and ICImowledp dill Dei1bcr pc1)' bas made any representations or
warranties except as $et forth in this Settlement~

Aaoney'.F..... CeJ1I

With the exception of those costs 1ft forth abow, The Parties agree to bear their own
auomcy's fees and costs iDcuncd.in each ofthe Suijcd Cases.

Warnaty .fC.pacity ,. ~ealteAenelDea.



The Parties represent and warrant that each has the sole l'ighl and exclusive authoritY to
eJlecute chis SottlemeDt Apement and to receive peymenlS or re1Unds in settlement of the
Subject Cases; aDd dlat neither of The Parties has sold. assigned, uansfmed. conveyed.
promited. or otherwise disposed of lAy of the claims, demanda. obligations or causes of attion
referred to in this Sealement Apement.

C.arldeada1hy

The Parties ape that this SeaJemeJll Apecment wi ~ lenDS, includina without
limitatioa. 1M amount of1M P8YmeJlts, rdimds. credits ar assessmeats set fonh abov~ arc and
shall be kept confidential hetweeD TM Padies. .~t to tile eXtent that either of The Paniu
reasonlbly believes it is reqUirei to cfiIc:1Ote eatain oftbe-terms-otthis Settlement Agreement to
ita~ or ill die ft1iag& with 1he SeclIri1ies .. ExchaDgc Commission. the state
replatory body. or to others (exclusive or the DeWS mec:lia) in conneetiOl1 with its business
affairs; or to the extent that either ofThe PIr1ies is required to disclOse cbeterms of its individual
seU1cmeat to the tIXiD& lUtborities or odIen with respea 10 tax matters; or 10 the exteal required
by subpoena or ocher order of. court of competeat jurisdiction; the tems and conditions ofthis
Settlement Apeemeat. iDduding 1IIe aunOUDQ of any paymalts. re1\Inds, tredits or assessments
shall remain con.fidentil1 and shall DOt be disclosccl. In the event of issuance of a subpoena.
MClin wilt immediatel, notify toUDSel for Be1JSouth. The Parties and their counsel aatee that
they will DOt commeDl on the substance or tII1DS of this Sect1ment Agreement, or diJclose or
reveal direcdy or indirecdy Illy tams or this ScllJemtnt Agreement to Iny pcrsora or entity
unless written conseDt is liven by the other, except 10 the effect that the Subj~t Cases· were
resolved amicably. that The Parnes aDd their colmSel Ire bound by the limitations of this
Settlement Aar=n=l, and IS Jet forth in this paragraph.

lbe Patties aDd 1beir counsel and their represeataUVei specifically consent 10 Ibis strict
confidentiality lilt! shill Dot diJclose. other than as may be mutually agreed 10 in writing. any of
the terms or coaditioas of tb1s Seulemaa Aareanent. This Sememen' Apeement shall not be
filed in any of the Subject Cases UDJcss necessary tor enforcement puzposes.

Ealire Acreem.' ... hCiCMlOn iD "tertlt

This Sctdemeat Apeemear. Ilq with my other documents specifically referenced 1$

Exhibirs baein, reftects lbe eDtire opeemeDt aDCl UDderstanding be1WeeD The Parties with mpect
to tile seItIemem COhreInplare4 bereift, supersedes all prior acreements, arraIlIcmems.
UDderstaDctiap, COIftI'ftUDieations, repnsentadoas or warranties. both oral aDd written, related to
die subjeer JDaIIer hereof, and JbalJ be biDdiDe upon aacI inure to the benefit of the: cxcaators,
ldmiDistrMors, persouaI repnseawiws, ben. assips. aDd successors ofeach.

SeYenbilitJ ofProYiliolu



The Parties agree tbal any pI'O\'ision of this SenJemeDt Agreement which is prohibited or
unenforceable in Illy juritdietioll shall. as to slIChjurisdiction. be ineffective to the extent of such
prohibition or unenf<meability, without in\'alidatinc the remaiDiq provisions hereof or affecting
the validity or enforcabillty ofIQCh provision in any other jurUdicliOD.

11Iis Sealemeat AlleemiDt mchMliaa aU IDIUaJ of ~on, valiclity and
perform8DCe sball be pvemed \Jy. and construed mel iDteJIftWI in accordlDCl with. the laws-of _
the State of Georaia without Jivina effedlO me choice of law or conflicu of law pI'OvisioDs
tbaeof.

Additio..., Docum...ta

The Parties agree to coopeaate Nlly aDd execure any and all supplementary doeurnents
IIUlIO like 111 additional aetioas which may be aecessary or appropriate to give full force aDd
e1fecl to the tenDs IDd mat ofIbis Settlancal AsrCOlDCllL

c...........

This SetI1emem ApemeDt may be executed in counterpans. each of which shall be
deemed. oriliMl. but all ofwhich toaether shall coasti1ute one 8b4me same insll'WneDt.

M¥Ice .tCOIIDU'II RadIal ofJ\peeIaaat

The Panics acknowleqe. zeprcteDt lOCI warraD! thaI each bas been fully advised by its
attomey(s) concemiD& the execution of this SeaJemeDt Apemeat, that ead1 bas fully read and
understaDds the tams of 1bis Senlement Agreem_ IDd 1hat each bas freely and voluntarily
executed this S-:tdemeDt Apeement. The Panies Idcnowledge. represent and wanut that eadl
relies wholly upon its \IIlderstaDding of thiI Senlemeat Apement, dw each hu been
repraentccl by counsel in coDDldion herewith. and that it eaters into this Settlement Agreement
of its own &ee wiJl wiIbtNI reli8llCe upon Illy statement, iftduc:emen~ promise or represenratioD
ofthe other pIIt)' or aayooe ebe not fUlly expresse4 herein.



IN wrmESS THEREOF. The Panies have duly exec,*d chis Settlement Agreement as
oCtbe day and year lint above wrinen.

Mcr.AcuuTnMm".~~

IDe.

By:

Name: ----------
Tide:'-----------
Date:

BeIISo." TelecammliDicatioas, ..~

8y:, _

Name: Jerry D. Hendrix

Title: Direc:tor·IDteJCOJ1Dettion
ServiceslPricin&

Date:'----------

** TOTf=l. Pl=G:. 09 **
-----_.---_.._---_..._--------------------------------


